RESOLUTION NO

A RESOLUTION AUTHORIZING THE CITY FINANCE
DEPARTMENT TO CONTRACT WITH NATIONWIDE
RECOVERY SERVICE TO PROVIDE COLLECTION AGENCY
SERVICES FOR THE CITY OF CHATTANOOGA.

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF CHATTANOOGA,
TENNESSEE, that it is hereby authorizing the City Finance Department to contract with

Nationwide Recovery Service to provide collection agency services for the City of Chattanooga.

ADOPTED: , 2016

/mem



City of Chattanooga

Resolution Request Form

Date Prepared: 2/28/2016

Preparer: Barry Teague Department: Finance

Brief Description of Purpose for Resolution/Ordinance: Res./Ordinance # (if approved by Council)

Authorize the Finance Department to contract with National Recovery Service to provide collection agency

services for the City of Chattanooga. The contract term is one year, with four one year renewals available.

Name of Vendor/Contractor/Grant, etc. ~ National Recovery Service New Contract/Project? (Yes or No) Yes
Total project cost $ 0 Funds Budgeted? (YES or NO) Yes
Total City of Chattanooga Portion $ 0 Provide Fund_ 1100
City Amount Funded $ 0 Provide Cost Center €00201
New City Funding Required $ 0  Proposed Funding Source if not budgeted
City's Match Percentage % 0% Grant Period (if applicable)
List all other funding sources and amount for each contributor.
Amount(s) Grantor(s)
All collection agency fees Debtors
$
$
[Agency Grant Number

CFDA Number if known

Other comments: (Include contingency amount, contractor, and other information useful in preparing resolution)

/@_,L/Lq gitﬂ,,ﬁ/ Approved by: ,M LD, 2\

DESIGNA&ED OFFICIAL/ADMINISTRATOR

pe————

Reviewed by: FINANCE 0345 /
Please submit completed form to @budget, City Attorney and Clty Finance Officer

Revised: 1/26/09

Questions? Contact Finance Department . 423.757.5232



City of Chattanooga

Proposal for Collections Services
from Nationwide Recovery Service
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Date: January 5, 2016 Ref. No.: 129044
PURCHASING DEPARTMENT
101 EAST 11™ STREET
SUITE G13
CHATTANOOGA, TENNESSEE
37402

Request for Proposals (RFP) for the City of Chattanooga

Proposals will be received at 101 East 1* Street, Suite G13, Chattanooga, TN 37402 until 4:00
P.M., on January 29, 2016

Requisition No.: 129044
Department.: Finance Department

Buyer & e-mail: Geoffrey Hipp ghipp@chattanooga.gov
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Project: Collection Services for the City of Chattanooga
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***PROPOSALS MUST BE RECEIVED BY***

4:00 P.M,, Eastern on January 29, 2016 |
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The City of Chattanooga reserves the right to reject any and/or all proposals,
waive any informalities in the proposals received, and to accept any
proposal which in its opinion may be for the best interest of the City. I

The City of Chattanooga will be non-discriminatory in the purchase of all goods
and services on the basis of race, color or national origin. '

The City’'s Standard Terms and Conditions may be found on website:
(www.chattanooga.gov/purchasing/standard-terms-and-conditions)
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Note: ALL PROPOSALS MUST BE SIGNED

All proposals received are subject to the terms and conditions contained herein. The
undersigned Offeror acknowledges having received, reviewed, and agrees to be bound to
these terms and conditions, unless specific written exceptions are otherwise stated.
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PLEASE PROVIDE THE FOLLOWING INFORMATION:
Company Name: Nationwide Recovery Service, Inc.
Mailing Address: 5655 Peachtree Pkwy, Ste 200

City & Zip Code: Norcross, GA 30092

Phone/Toll Free No.: _678-325-1735
Fax No.: 678-325-1736

E-Mail Address: c¢raig.fetner@nrsagency.com

Contact Person: Craig Fetner
Company Title: _Executive VP

Signature: QW\
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LETTER OF RESPONSE

Geoffrey Hipp, Buyer

City of Chattanooga

101 East Eleventh Street, Suite G13
Chattanooga, TN 37402

Dear Mr. Hipp:

Thank you for the opportunity to showcase our experience and services in response to the City of
Chattanooga’s request for Collection Services.

Nationwide Recovery Service (NRS) is a Tennessee-based debt recovery agency with nearly 70 years of
experience collecting on delinquent debts. We service the healthcare, government, mortgage, student loan,
telecom, auto, credit card, and financial services markets by providing pre-chargeoff to bad debt collection
services on a nationwide basis. In 2010, we were honored to have been selected by the City of Chattanooga to
provide collection services and, as the incumbent, have substantially out-performed the expectations of the
City and the performance of our predecessor.

Following this letter is our response which documents NRS's capabilities and our ongoing commitment to
meetand exceed your performance requirements and all expectations. Our attached Executive Summary
documents why we believe the City should select NRS as its collection agency. We are confident we can
continue to exceed your expectations and provide prompt, courteous, and professional services to the City
and citizens of Chattanooga.

I am the authorized to negotiate and contract for NRS and will serve as your primary contact. Should you have
any other questions about this proposal or our services, please call me at any time.

Sincerely,

5 SV

Craig Fetner

Executive Vice President

Nationwide Recovery Service

5655 Peachtree Parkway, Suite 211
Norcross, GA 30092

678-325-1735 direct / 404-384-6500 mobile
craig.fetner@nrsagency.com
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EXECUTIVE SUMMARY

Nationwide Recovery Service (NRS) is a Tennessee-based debt recovery agency with nearly 70 years of
experience collecting on delinquent debts. We service the healthcare, government, mortgage, student loan,
telecom, auto, credit card, and financial services markets by providing pre-chargeoff to bad debt collection
and call center services on a nationwide basis. In 2010, we were honored to have been selected by the City of
Chattanooga to provide collection services and, as the incumbent, have substantially out-performed the
expectations of the City and the performance of our predecessor.

NRS was originally founded as Credit Bureau Services in Cleveland, TN in 1948. NRS is currently
headquartered in Norcross, GA with operations centers in Cleveland, TN, Lynnwood, WA, and Portland, OR.
NRS is licensed to operate in all 50 states and our operations presence on both coasts allows us to better
service citizens who may have relocated and provides a geographic protection against business interruption.

NRS is a part of the Asset Management Outsourcing (AMOI) / FutureTech (FTH) family of companies. AMOI is
comprised of a family of revenue cycle and financial services companies with approximate annual revenues of
twenty-two million dollars and is wholly owned by FTH. FTH combines AMOI with a group of IT services
companies and has combined revenues of approximately eighty million dollars. (Financial Statements are
included as Exhibit 4.)

+ Proven and Ready

NRS was honored to have been selected by the City of Chattanooga in 2010 as the most capable
vendor to provide collection services to the City. Since that time, NRS has provided significantly
greater results than the prior vendor, resulting in substantially greater revenue for the City and your
citizens. Unlike any other vendor you could select in this process, NRS alone stands proven and ready
today to provide all interfaces, custom reports, processes and procedures necessary to complete this
project because unlike the others everything is already developed and in daily use today.

2o

%

ZERO RISK of delay in error in interfaces

ZERO RISK of misunderstanding City processes and procedures

ZERO RISK of error or delay in developing custom reports

ZERO RISK in understanding how to interface with your leaders and departments
ZERO RISK in understanding how you wish your citizens to be treated

5

%

7
°

.
°

7
”e

NRS IS THE PROVEN RESULTS, ZERO RISK PARTNER!
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« Philosophy and Corporate Values

NRS’s primary purpose is to recover delinquent receivables as efficiently as possible, while
simultaneously protecting the rights and dignity of the consumer is the cornerstone of our corporate
philosophy.

Our collection philosophy is based on evaluating the ability of the consumer to resolve all accounts
listed with NRS. We educate the consumer on the importance of repayment and provide them with
opportunities to prevent any involuntary collection action.

We execute on this philosophy through a process of continuous training for all staff, immediate
response to client inquiries, superior technical capabilities, consistency in providing the type of one-
on-one attention you need and deserve, and thereby realizing above average collection recoveries.

Collection agents are trained in meeting the highest level of professional standards, and contact with
consumers is always non-threatening and conforms to the Fair Debt Collection Practices Act. NRS
believes in taking a counseling approach to resolving consumer accounts that preserves consumers’
rights and ensures they are treated with the same courtesy and respect our client partners would
expect.

A key to our long-term success with our clients is our recognition and understanding of the critical
importance of both client and consumer relationships. Our focus is, and has always been, on the
financial health and professional image of our clients. We approach consumers as an advocate, not an
adversary. We are acutely aware of the importance of courtesy and professionalism while
communicating with consumers. At no time will any NRS employee treat a consumer with
discourtesy, disrespect, or in any manner that would conflict with the values of our client partners.

«+ CLIENT FIRST, always.

% CONSUMER DIGNITY AND RESPECT
« CONTINUOUS IMPROVEMENT

O Measure Results

O Analyze

0 Plan for Improvement

O Repeat

7
*

«» Results

Since being honored in 2010 with your selection as the most capable vendor for your collection services,
NRS has significantly outperformed your prior vendor, in both dollars returned and consumer/citizen
complaints. In fact, while handling nearly 200,000 accounts and increasing performance, we’ve only had a
single complaint. This represents a truly remarkable complaint ratio at a time when consumers are
coached on the internet to file multiple complaints (even when they have to legitimate issue), in order to
coerce an agency to cease collection activity.

NS CONFIDENTIAL: NRS Proposal to City of Chattanooga for Collections Services



o,

% Client services

Our Client Services department makes every effort to respond to our clients promptly and professionally.
Our philosophy is called ClientFirst!, and it encompasses our entire relationship with our client partners.

ClientFirst! is an NRS customer service enhancement program focused on promptly delivering all
aspects of the client’s expectations. Client performance is communicated constantly to every employee
and is a key component of NRS’s monthly management bonuses.

WHAT YOU CAN EXPECT FROM OUR CLIENT SERVICES DEPARTMENT:

7
*

Alocal, dedicated client representative who handles inquiries and responds quickly to your
requests.

Immediate assignment of accounts to local, professional collectors.

Prompt resolution of any consumer or client disputes or questions.

Professionalism, courtesy & respect from every staff member.

Monthly remittance of client funds.

Activity and account statements on YOUR schedule.

Reporting on demand at your request.

e

A

e

%

5

%

X3

%

X3

%

X3

%

+ Security Certifications /SSAE 16

SSAE 16, also called Statement on Standards for Attestation Engagements 16, is a regulation created by
the Auditing Standards Board (ASB) of the American Institute of Certified Public Accountants (AICPA) for
redefining and updating how service companies report on compliance controls. It is difficult, time
consuming, and should be an absolute requirement if you need to trust your revenue and data in the
hands of a third party. We’ve done it, most of our competitors don'’t.
%  Your consumers and data are safe with NRS
¢+ Most agencies are not certified and would fail
% Outside annual audit to test and confirm:
0 The security of a service organization' system.
0 The availability of a service organization's system.
0 The processing integrity of a service organization's system.
0 The confidentiality of the information that the service
organization's system processes or maintains for user entities.
0 The privacy of personal information that the service
organization collects, uses, retains, discloses, and disposes of
for user entities.
% Are you willing to gamble with the security of your data?
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NRS ACKNOWLEDGEMENT

Nationwide Recovery Service, Inc. (NRS) understands and acknowledges all terms and conditions in your
RFP. Our response below is intended to be concise, while still answering your questions. We would welcome
the opportunity to provide additional information or clarify any response that is unclear.

MINIMUM REQUIREMENTS

EXPERIENCE

1. Offeror must have been in the collection services business for at least five (5) years.

NRS has been in the collection services business for nearly 70 years (1948). For your accounts, NRS would
use our primary collections center in Cleveland, Tennessee. Due to our close proximity to the City, our
response to any onsite request of the City has been and will remain immediate.

We offer a wide range of customized collection, pre-collection, and call-center programs. Our aim is to
provide the highest level of service while achieving superior performance. We strive to exceed your
expectations by employing well-trained staffers who have been certified by the ACA. NRS also differentiates
itself by implementing some of the most advanced technological resources to help provide maximum
recovery.

Consistent experience across all levels of the company provides a great depth of product knowledge, better
understanding of the needs of our clients, and resources to help manage difficult receivable problems,
allowing us to maximize results.

LICENSING

Offeror must be licensed and bonded under the laws of the State of Tennessee.

NRS is licensed or authorized and bonded to perform collections services in all 50 states. Our main operating
center is located in Cleveland, Tennessee. In addition, we have offices in Norcross, GA, Lynnwood, WA, and
Portland, OR.

See EXHIBIT 3: TENNESSEE LICENSE

ACA MEMBERSHIP n
Offeror must he a member of the American Collector's Association.

ACA
NRS is a member in good standing of the American Collector’s Association. INTERNATIONAL

The Association of Credit

and Collection Profes:
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REQUIRED INFORMATION

INSURANCE

The successful offeror must maintain and show proof of professional liability insurance in the amount of
$1,000,000.00 and general liability coverage in an amount of $1,000,000.00 prior to the commencement of
services. City shall be listed as an additional insured on the insurance policies. Certificates of renewals and notice
of cancellations must be provided to the City at least 30 days prior to renewal or cancellation.

NRS is insured above your required amount.

See EXHIBIT 1: INSURANCE

REFERENCES

Offeror must provide a list of local client references, three (3) current clients and three (3) previous clients.

CURRENT CLIENTS CONTACT/TITLE PHONE/EMAIL ADDRESS

City of Chattanooga Courts Ron Swafford 423-757-5141

City Court Clerk swafford_r@chattanooga.gov
City of Chattanooga Barry Teague 423-643-7271
Water Quality & Sewer City Treasurer teague b@chattanooga.gov
City of Athens, Tennessee Amy Arnwine 423-744-2730

Records Clerk police@cityofathenstn.com
Rockwood Electric Utility Sherry Laughlin 865-354-0514

Customer Services slaughlin@rockwoodelectric.com
Hamilton County Government . 423-209-6330
(EMS) v Debbie Bush debbieb@mail.hamiltontn.gov
Murfreesboro Water & Sewer = Sharon Seibert 615-848-3209 ext 3012

Customer Service Manager sseibert@murfreesborotn.gov
Lincoln Medical Center Terri Hicklen 931-438-7482

Financial Counselor terrih@lchealthsystem.com
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STAFF SELECTION, TRAINING AND CERTIFICATION

Offeror must provide the City information pertaining to the selection, training and certification of the staff, as well
as details pertaining to offeror’s company organization.

NRS promotes thorough training and continuous improvement in all our
agents. We believe this approach increases results for our client partners,
improves our interactions with consumers, and lowers risk of requlatory
issues.

SELECTING STAFF FOR SUCCESS

NRS puts a tremendous amount of effort into our recruiting and selection processes. We employ training
coordinators and recruiters who select candidates internally as well as externally from both local and
national sources including advertisements, referrals, incoming resumes, internal postings, college recruiting,
and Internet postings.

We hire only dedicated, professional individuals who help us advance our philosophies and mission. We
strive to hire a blend of seasoned candidates, some with healthcare and collection experience and some with
no industry experience, but all of whom have strong educational backgrounds. We look for a history of job
stability, quality education, and sound credit history. We also utilize testing mechanisms that analyze
competency and personality of candidates, looking for qualities such as assertiveness that provide individuals
with the necessary skills for our industry.

Before an employee may begin employment or training, all candidates are screened for accuracy of their prior
employment information, credit history, criminal backgrounds, and each prospect is required to undergo a
pre-employment drug screen.

EMPLOYEE TRAINING

Training Program Overview

All NRS employees receive continuous education, beginning with new hires and continuing throughout their
employment. Training may be delivered via classroom instruction, online training, seminars and workshops,
on-the-job training, mentoring and coaching, and annual testing.

Classroom Training

All new associates participate in our specialized training program with close supervision during the initial 90
days. Intensive two-week classroom training is coupled with continuing on-the-job training to help ensure
our collectors are prepared to handle every situation. From the date of hire, all new associates receive two
weeks of classroom training.
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The initial training covers:

« Federal, state, and local laws related to collections

¢ Company policies and procedures

¢ Collection techniques and negotiation skills, overcoming objections
+ How to effectively use collection software

+¢ Courtesy and respect in dealing with consumers

+¢ Handling difficult situations with courtesy and respect

Hands-on work is closely supervised and supplemented by audio, video, online, and workbook exercises.
Every associate is required to pass a compliance exam and an exam on our company policies before ever
being assigned an account. Additionally, before a collector can work on the collection floor without a trainer
they must score 100 percent on their regulatory compliance test. If after three tries a collector is unable to
score 100 percent on the exam, the collector is terminated.

A significant part of training includes modules focused on client-specific policies, procedures, and systems,
and the training is customized for each client portfolio we serve. In addition to the initial classroom work, on-
the-job training continues through the first 90 days of employment.

Our operation center has an in-house training specialist responsible for conducting new employee training at
all levels of collection, ongoing training, special project training, and supervisor management training. The
objective of this specialist is to fine-tune current training, monitor performance, and produce top-notch
collectors who are ready to handle your most demanding requirements.

A detailed procedure and training manual for both administrative and collection functions has been
developed by our internal training staff and is utilized daily. This comprehensive manual is presented to and
read by all new associates, and a copy is kept in all offices for use in continued training and reference.

Feedback is continuous during new-hire training with five levels of training within the first 90 days. Each
level has a checklist of completed activities as well as an evaluation form to share with trainees. A final
evaluation form is completed at the end of the training period.

The trainees are evaluated on the following characteristics to help ensure competency:

% Demonstration of FDCPA and FCRA knowledge

+ Demonstration of client-specific knowledge

+ Demonstration of necessary telephone skills

+¢ Understanding of skip tracing

« Notice usage

+ Understanding of computer usage and write-up abbreviations

+ Demonstration of good decision-making skills—asking for payments in full, payment arrangement
activity, closing the call

+ Demonstration of competency in overcoming objections
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+ Demonstration of good customer service

7

+ Demonstration of meeting and exceeding call and contact standards

After initial training, the new associate is assigned to a specific client’s accounts under the supervision of a
team leader or manager. Training continues for associates through the use of ongoing training meetings. This
is supplemented by daily feedback and one-on-one training as needed. Our thorough training procedures help
ensure that collectors work your accounts profitably and productively.

Certification and Tuition Reimbursement

To promote continuous development, we encourage education and assist associates in their efforts by
providing tuition reimbursement. All full-time associates who have been actively employed with us for one
year are eligible. Other outside schools/seminars and certifications are encouraged for associates at all levels.
Examples of such certifications include the American Collectors Association’s (ACA) certification program and
various other professional certifications for specific fields of expertise such as accounting, human resources,
and information technology. Learning centers within our locations also provide associates with access to
periodicals, CDs, online courses, and books specific to the credit industry and professional development.

Regulatory Training

All new hires are trained and tested on their thorough understanding of all regulatory requirements before being
assigned to the collection floor. Additionally, all agents are trained and tested on any new laws or regulations
pertaining to the collections industry. Before a collector can work on the collection floor without a trainer
they must score 100 percent on their regulatory compliance test. Semi-annual/annual retesting is required of
all collection personnel to validate their understanding of federal and state regulations and laws. Training and
testing cover such topics as:

5
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FDCPA

FCRA

FACTA

CFPB requirements
HIPAA/HITRUST/HITECH
UDAAP

GLBA

PII/PHI

State/City rules and regulations
Security Awareness Training

X3
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Security Awareness Training
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All new NRS employees must attend Security Awareness training. The purpose of this training is to make all
users of NRS computers and systems aware of possible threats and vulnerabilities that exist and train them to
properly protect sensitive company, client, and consumer data. The topics covered in this training include:

5

%

Identification of Threats and Vulnerabilities
Personally Identifiable Information (PII)
Passwords and Password Security
Physical Security

Logoff requirements

Clean desk requirements

Identity Theft

Computer Viruses / Malicious Code
E-mail Guidelines

Removable Media prohibition

Ban on mobile phones/devices
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CORPORATE ORGANIZATION

NRS was originally founded as Credit Bureau Services in Cleveland, TN in 1948. NRS is currently
headquartered in Norcross, GA with operations centers in Cleveland, TN, Lynnwood, WA, and Portland, OR.
NRS is licensed to operate in all 50 states and our operations presence on both coasts allows us to better
service citizens who may have relocated and provides a geographic protection against business interruption.

NRS is a part of the Asset Management Outsourcing (AMOI) / FutureTech (FTH) family of companies. AMOI is
comprised of a family of revenue cycle and financial services companies with approximate annual revenues of
twenty-five million dollars and is wholly owned by FTH. FTH combines AMOI with a group of IT services
companies and has combined revenues of approximately eighty million dollars. (Financial Statements are
included as Exhibit 4.)
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COSTS TO THE CITY

Offeror must include any and all costs, which might be incurred by the City, should the proposal be accepted. The
method of compensation must be clearly defined. Offeror should include the cost impact on its proposal of
subsequent collection actions by City such as amnesties and/or utilization of a vehicle immobilization (booting)
system.

All costs to the City are included in our contingency pricing, which is based solely on the applicable
percentage of the amount collected by NRS on behalf of the City.

Should the City develop additional collection mechanisms, NRS would work in good faith with the City to
lower or eliminate our fee based on the amount of involvement NRS would have in the additional process. To
address the examples given we would not typically charge a fee in the event of payment due to a vehicle
immobilization. However, should the City develop an amnesty program and wish us to communicate this with
delinquent citizens to secure a payment, we would typically expect a fee due to our efforts.
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FINANCIAL STATEMENTS

Offeror must provide three (3) years of financial statements.

See EXHIBIT 4: FINANCIAL STATEMENTS
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SUCCESS RATIO

Offeror must provide documentation of its success ratio with similar types of collection services or the most
comparable services to the services as requested in this RFP.

NRS was honored to have been selected as the most capable vendor to provide collection services to the City
in their prior selection in 2010. Since that time, we have significantly outperformed the results of our
predecessor.

Currently our results for the City are 62.6% recoveries for water quality, 14.11% for Courts, and 2.7% for
Sewer. Sewer has been placed for less than a year and we anticipate this rate to improve.

While proud of our results, we aren’t resting on our laurels. In January 2016 NRS completed the conversion of
our primary collection platform to a newer, state of the art system. We expect the increased productivity as a
result of this, and a telephony/dialer upgrade planned for the first quarter of 2016, to result in an even
greater return to the City.

Success however, can be measured in many ways. While outperforming, we are also proud to have avoided
the pitfalls and complaints that plague many firms in our industry. We treat every consumer with the
courtesy and respect you expect, and this has also showed in our results.

WHILE HANDLING NEARLY 200,000 ACCOUNTS, WE HAVE RECEIVED ONLY ONE COMPLAINT FROM A
CONSUMER! (We hope to reduce this further should we be honored with your selection again.)
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EVALUATION CRITERIA

METHOD OF COLLECTION

Offeror must demonstrate the policies of their agency or firm. Although offeror will remain an independent
contractor and not an agent, the City considers outside collection activity a reflection of itself and, therefore, will
place emphasis on collection procedures.

COLLECTION PHILOSOPHY

NRS’s primary purpose is to recover delinquent receivables as efficiently as possible, while simultaneously
protecting the rights and dignity of the consumer is the cornerstone of our corporate philosophy.

Our collection philosophy is based on evaluating the ability of the consumer to resolve all accounts listed with
NRS. We educate the consumer on the importance of repayment and provide them with opportunities to
prevent any involuntary collection action. We don’t harass. We don'’t intimidate. We always treat the
consumer with respect and courtesy.

We execute on this philosophy through a process of continuous training for all staff, immediate response to
client inquiries, superior technical capabilities, consistency in providing the type of one-on-one attention you
need and deserve, and thereby realizing above average collection recoveries.

Collection agents are trained in meeting the highest level of professional standards, and contact with
consumers is always non-threatening and conforms to the Fair Debt Collection Practices Act. NRS believes in
taking a counseling approach to resolving consumer accounts that preserves consumers’ rights and ensures
they are treated with the same courtesy and respect our client partners would expect.

DISPUTE AND COMPLAINT RESOLUTION

The NRS processes for managing disputes and complaints are described in the following sections. Complaints
and disputes are handled separately. A complaint is generally categorized as a consumer issue with the way
their account has been handled or how they have been treated; whereas a dispute is more generally an
argument that the consumer does not owe the amount in question.

We view all complaints as possible legal violations because typically they may allege an FDCPA or other
regulatory violation. Complaints may be received by our clients, our agents or customer service
representatives, our corporate officers and directors, federal agencies, the CFPB, consumer attorneys, states
Attorneys General, the BBB, etc. Complaints are handled via an immediate investigation (including reviews of
recorded calls), correspondence with the appropriate reporting agency, and an attempt to make a good-faith
effort to resolve the issue. All complaints received through the CFPB require us to provide a response and the
final resolution with the consumer to the CFPB as quickly as the issue can be resolved.
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Disputes

Disputes are typically viewed as a consumer issue, e.g., the consumer claims the account is invalid, not their
account, has already been paid, disagrees with the debt balance, needs proof of the debt, etc. Pursuant to the
FDCPA, we handle disputes by sending the requested validation documentation to the consumer and making
an attempt to resolve the issue immediately. Consumers who dispute their debts can do so verbally or via
written correspondence,

When we receive a consumer dispute, we immediately halt all collection activity and investigate the validity
of the dispute, including requesting additional documentation from our clients. If a dispute is determined to
be valid, the account is closed and returned. Collection activity on accounts deemed invalid is resumed and

the normal collection process is restarted.

Complaints

Complaint prevention is achieved through strict regulatory compliance, rigorous training and testing, and
absolute adherence to company policy and procedures. All complaints are initially managed by our internal
Director of Compliance. A summary of all complaint resolutions is reviewed by the senior executive of NRS
and, to prevent any issues being hidden, this summary is also presented directly by the Compliance Director
to the Board of Directors.

NRS's complaint prevention and resolution policies are summarized below. The company holds zero
tolerance for deviations from these policies and breach of these will result in immediate termination.

Once again, we should proudly point out that since 2010, while handling nearly 200,000 accounts for the City
of Chattanooga we have generated only a single, lone, solitary complaint. Our goal is to generate one less in
the next contract period.

COMPLAINT PREVENTION POLICY

An NRS agent will NEVER:

7
°

Harass, oppress, intimidate, or abuse any consumer

Use profane language, threats or coercion

Make fraudulent, deceptive representations

Threaten to garnish or take wages

Threaten to file criminal charges

Threaten to seize or sell property

Make continuous telephone calls or cause incessant ringing of a consumer's telephone

Mail correspondence to a consumer's place of business without marking it "confidential”
Mail any correspondence that is identifiable externally as from a collection agency in order to
embarrass or harass the consumer
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% Telephone the consumer without clearly identifying themselves and the nature of the call

®

% Disclose information to a third party without the consent of the consumer.

7

7

TRACKING COMPLAINTS

All complaints are documented, logged, and tracked by our Compliance Department until they are fully
resolved. Once a complaint is received, all collection activity on the account (and any accounts related to the
complainant) is suspended until the complaint is resolved.

Our ongoing cumulative and historical complaint status log tracks:
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Account Number
Complainant Name
Type of Complaint
Client

Date Received
Date of Respond
Current Status
Allegation(s)

Notes

Agent
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COLLECTION PROCESS

The collection process employed by NRS is illustrated in the generalized flow chart below. All accounts
loaded onto our system are run through this process, and all contact with the consumer is designed to
accelerate accounts through the process as quickly as possible.

NRS Collections Flow Chart

A t: Ask for bal i #
Account entered acnijo:s:is:ce?jrtss 1 Good Y?S fullorID aa:;:;: i Promise No Able to No
and scrubbed e phone? - - - to pay all y payall or
collection team - update file or part? some?
No Yes

. - Dipute Negotiate
address? - No debt? payment
P arrangement Eligible No
for suit?
Ve Yes

Monitor for 1o

payment

Yes,

partial No

Payas
agreed?

Yes, in full

«<» <D CE

Prior to making the first call, we make the following preparations:

% Referrals are downloaded and individual records are created for each referred account.

¢ Atthe close of business on the date of referral an acknowledgement is printed and mailed or sent
to your site electronically.

+¢ Before mailing notices or contacting the consumer, we scrub the accounts for the most recent
address information, for the telephone number currently assigned to that address, for
bankruptcy filings, and for deceased status. Additionally the accounts are scored using a
combination of third party and internal algorithms to prioritize workflow and determine internal
placement of the accounts.

¢ The first collection notice is printed and mailed within 24 hours of referral.
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The collection process illustrated below ensures quick and decisive action aimed at achieving a resolution
within 120 days of placement, as follows:

DAY | ACTIVITY

1 Load accounts, scrub account, score the account, send first notice.

Make first phone attempt, followed by additional morning, afternoon, evening, and Saturday calls until

contact is made (see Table B). Begin skip tracing if phone and/or address is invalid or non-existent.

6 Make regular attempts to contact consumer, work credit bureaus/skip tools to obtain good home and/or
work numbers.

30 Send additional notices as required or as workflow/scoring dictates. If debtor was reachable, account

should be in a payment arrangement, dispute process, or asset search stage at this point in time.

120  Ideally, by this point in the collection cycle the account should be paid-in-full or in payment arrangement.

We have trained our associates to use the most effective phone techniques through a basic operating
principle we refer to as ProCall. It helps ensure that we are consistently being:

PROfessional - Our account representatives always converse with the consumer in a respectful manner and
in full compliance with all applicable laws and regulations, including the Fair Debt Collection Practices Act. All
NRS associates understand our strict policy concerning the confidentiality of all client and customer data. All
associates are required to sign a "Statement of Policies" and a "Non-Disclosure Agreement." Copies of the
signed documents are maintained in the employee personnel files. The "Statement of Policies” outlines the
company's policy regarding confidentiality, third-party disclosure, and client communications.

PROductive - We maximize the use of legal collection calling times. We also use intelligent dialing strategies
for selective utilization of peak dialing periods.

PROactive - We maintain a dialogue with the consumer, and do not simply accept “no” for an answer.
Consumers who lack the ability to pay in full are counseled through discussion of alternatives including
payment plans and client-approved settlements. Consumers who can pay are strongly encouraged, through
persuasion and client-approved legal action, to do so.

An account that is new in the system is immediately assigned to a collector to begin the process. Other
agencies often delay first contact until after the required dunning notice has been not only sent, but also
received by the consumer. NRS attempts immediately to make what we call the Initial Verbal Contact (IVC)
because we feel that a sense of urgency is a critical signal to the consumer that settlement of the account is
expected. This strategy also determines, as early in the process as possible, whether any level of skip tracing
will be required.

The IVC, which is unique to NRS, lays the groundwork for a professional and successful collection effort. Its
purpose is to help ensure that we follow legal guidelines (such as the mini-Miranda) and that we take, at the
outset, steps that might advance and complete the process (such as obtaining consumer financial information
and identifying third-party payer opportunities). In the past at NRS and as well as other accounts receivable
firms, the goal was to get on and off the first call as soon as possible. The idea was that the more contacts you
made the more money you would collect. With the IVC, we concentrate on making the first contact more
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productive. In fact, when a new collector gets a consumer for the first time, their supervisor comes over to
help support them through this very important IVC. The collector is encouraged to spend as much time as is
needed to make that sure the consumer understands the urgency of the debt and the importance of taking
care of it.

Since implementing the IVC concept, NRS has been able to reduce complaints, increase recoveries-per-
contact, and increase revenues for our clients.

An account that has a telephone number (home, work, cell, or other) follows a strategy aimed at achieving
immediate verbal contact. These accounts are processed through the dialer’s intelligent scheduling system, so
that adjustments can be made on calling times based on past contact history. For example, if three
unsuccessful attempts have been made between 8 a.m. and 5 p.m. to a home telephone number, the next call
will be scheduled between 5 and 9 p.m. the next working day.

Once contact with the consumer has been made, the collector’s goal is to begin a dialog (the IVC) that will
determine the likelihood of receiving payment in full. During this process, the collector identifies
employment status and other assets.

An account that has employment is given extremely close attention, as this is the greatest asset available to
lead to payment. If the consumer will not work out a payment arrangement, we will forward a
recommendation to you to pursue legal action. We utilize a unique program called Suitfinder to identify
accounts with employment but no payment and route them to collection supervisors for appropriate action.

Accounts with assets receive written notices and collector follow-up designed to let the consumer know we
are aware of the assets. The system will automatically bring the account to the attention of a collection
supervisor if it does not have a payment or legal action initiated within a pre-determined period of time
(depending on client criteria).

An account that shows “has made a payment”, but has a balance remaining (i.e., is in a payment arrangement
situation) is automatically sent a reminder notice seven days prior to the promise to pay date. NRS accepts
the following methods of payment from consumers:

=  Western Union Quick Collect™ = Money Gram™

=  Credit Cards = All major credit cards (processed and handled as direct
payment)

=  Personal check = Via ACH

= Cash =  Bank wire

Within each collector’s route, accounts/consumers are prioritized by disposition or status code. Credit scores
can be inspected to alter a consumer’s status and allow the redirection of effort to more collectible accounts.

Your collection activity will be supplemented by regular campaigns run through our scripted, predictive
dialer. Types of accounts targeted by these campaigns vary. For example, we may run a campaign on
accounts with a smaller balance after the collector has made initial contact but before a subsequent call or
notice would be triggered.
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The collection continuum is also illustrated in the collection flowchart below. Though your requirements will
enable us to hold accounts for a designated period of time, our goal is to achieve payment in full or partial
payment as quickly as possible. Therefore, we send initial notices immediately upon receipt of placements
and schedule initial telephone calls the next business day. Our goal is to collect employment and asset
information and reach the point of making a decision, if applicable, within 120 days.

NRS emphasizes telephone contact, but collectors also have access to a resource of follow up and verification
notices. We do not limit the number of notices a collector can send to a consumer, nor do we limit the
number of phone calls (in accordance with state and federal laws). Instead, we see to it that our collectors are
thoroughly trained, and then rely on them to use their judgment in determining frequency and method of
contact.

Collectors receive continuous daily feedback from collection managers and supervisors to ensure that each
collector is maximizing every available method to collect on the account.

All along this continuum any contact with a consumer, whether written or oral, is made in compliance with
the FDCPA guidelines. All written correspondence includes the “Mini Miranda” and the “Dispute Notice.”

Work Strategies Based on Range of Balance Size

The table below gives a minimum work strategy expected for a typical account. This table can be adjusted for
each client in our system.

ACTIVITIES $0-99.99 $100-499.99 | S 500-999.99 i;gg%g > 50(\)/2? &
# of Phone Attempts 3to5 5t08 8to 12 12to 15 Unlimited
# of Phone Contacts 1 2to3 2to3 3to4 Unlimited
# of Letters 3 3 4 5 Unlimited
Request Credit Reports No Yes Yes Yes Yes
Skip Tracing Yes Yes Yes Yes Yes
Litigation Yes Yes Yes Yes Yes

NS CONFIDENTIAL: NRS Proposal to City of Chattanooga for Collections Services



ACCOUNT SCORING

NRS uses a sophisticated scoring module to maximize collection of our bad debt accounts. Accounts are
prioritized according to a “relative collectability index.” The index is based on a highly sophisticated model of
64 questions against which accounts are compared nightly. Simply put the index measures:

+« Contractibility (i.e., can this consumer be reached)

®,

¢ Collectability (i.e., does this consumer have an ability to pay)

Collectors can maximize their productivity by working the accounts in order of this relative collect ability,
utilizing specific strategies to identify missing information and/or take advantage of the information that is
available.

The index is dynamic. Each night it is re-calibrated based on information added, and activity changes made,
that day. Therefore, an account with a low score one day could be rated higher the next day if, for example, a
valid telephone number was located through a skip tracing process to raise the level of contractibility.

STRATEGICALLY TARGETED AGED RECEIVABLES

If an account goes through our normal processes and NRS is unable to collect any money or set up a payment
arrangement, the account is forwarded to our Strategically Targeted Aged Receivables (STAR) collectors for
additional follow-up. The STAR unit is a group of collectors that work accounts in which the consumer would
not cooperate in the traditional environment of collections. The STAR group is a final opportunity for NRS to
get the account paid or to get a payment arrangement established. This group uses less stringent guidelines
for payment arrangements and can be more flexible than front-line collectors when discussing terms with
consumers. Since we formed the STAR group less than three years ago, we have seen a bump in recoveries for
every client utilizing the service.

PAYMENT ARRANGEMENTS

If the consumer cannot pay the balance in full or does not have the means to raise the balance, NRS
representatives attempt to establish arrangements based on the consumer’s ability to pay. Arrangements
typically involve a down payment followed by successive payday distributions. As a guideline, payments are
not to be less than one-half the amount we would obtain if legal action were allowed, or taken, to enforce
collection. We attempt to make arrangements with a six-month term and we periodically follow-up to
review/upgrade payment amounts on longer-term arrangements.

Payment arrangements are based on parameters given to us by our client. Normally, payment arrangements
are set for no longer then 6 months - however we will set an arrangement for a longer period of time when
balances are substantial or the consumer is not suit worthy.

All payment arrangements are reviewed monthly to confirm schedule of payments and we constantly attempt
to upgrade existing arrangements. No arrangement is negotiated without a clear understanding of its
temporary nature. Accounts with payment contracts are segregated and reviewed by date to monitor the
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consumer’s performance on the partial payment arrangement (PPA). The accounts can be set up to receive a
pre-payment notice. Our system automatically detects when a payment has been missed and immediately
sends a broken promise notice. At the same time, the system schedules a priority call by the PPA collector.

If the consumer misses two consecutive installments the account is referred back to the original collector and
then handled in the normal manner to conclude resolution of the debt as rapidly as possible. Our software
identifies missed payments and processes the “breakouts” on an automated basis.

SKIP TRACING

The high mobility of any consumer population makes skip tracing expertise a critical factor in effectively
collecting delinquent accounts. Skip tracing is arguably the single most important tool used by any agency to
ensure successful recoveries.

Each account is scrubbed through the collections prioritization engine and run against a number of databases
including NCOA and Banko, which scrub for bankruptcies and deceased accounts even before we send out the
first letter. These databases score accounts, update all addresses in placed accounts and identify accounts
that need skip tracing.

This enables us to start the in-depth skip tracing immediately instead of waiting for the return mail, which
can take weeks.

Our collectors have a vested interest in locating skipped consumers, and all are responsible for performing
their own skip tracing duties daily. This practice not only enables our collectors to become skip trace experts
by line of business, but also ensures a more complete file is maintained because only one person typically
updates the file.

Skip tracing skills are an integral piece in our collector-training program. NRS stresses positive
correspondence with third parties, uses leading questions to produce far more information than other
approaches and, of course, we understand the need to refrain from discussing the nature of the call with third
parties.

Our skip tracing and asset search training process utilize state-of-the-art resources to yield a high percentage
of located skips and, subsequently, higher recovery rates.

NRS provides the full range of skip tracing services offered by the following:

Skip Tracing Services

MINIMUM

VENDOR PRODUCT DESCRIPTION BALANCE
REQUIREMENT

TransUnion credit header. This provides only the
Trans Union CPE consumer’s Address, telephone number and possible S50
place of employment.
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Interactive
Data

Interactive
Data

Choice Point

First Data

Accurint

Accurint

Basic Phone Append

CH Phone Append

Property Search

Relatives

Progressive Phone

Single Best

This is a single Directory Assistance search that is
completed in 3 steps: 1. Match full name & address, 2.
Last name and address, and 3. Last name, city and
state.

Pulls the address off TransUnion & Equifax

Provides property ownership and property value. Must
have physical address.

Provides same last names in the consumer’s regional
area.

Is a verified telephone number through multiple
sources

Most current telephone number based on current
address from a mail return

$25

$125

$1,000

$500

$300

$300
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PAST EXPERIENCE

Attention will be given to the firm's experience with other institutions of a similar nature as the City and those

institutions' recommendation.

In our years 70 serving the needs of clients like the City of Chattanooga, we have worked throughout the
United States (see map below). NRS has the experience, capabilities, personnel, and resources to continue to
expand our results for the City. Our recent (January 2016) software upgrade and planned (1Q 2016)
telephony/dialer upgrades will allow us to expand results even further.

Our best reference is, of course, the City of Chattanooga. We encourage you to speak to any of the City staff or
departments with which we work concerning our performance. In addition, the references we provided
earlier in the document will also attest to our performance.
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TECHNICAL CAPACITY

Offeror must propose a collection schedule which is most advantageous to the City. Said schedule will be
demonstrated through report format, report schedule, collection literature, i.e., all requirements of the Contract.

COLLECTION SCHEDULE

NRS will work with the city to craft a collection schedule to meet your needs. Our goal is to deliver on your
goals.

Currently, our agents call on behalf of the City on the following schedule based on FDCPA:

Monday - Friday 8:00am - 9:00pm (local time of consumer)
Saturday 9:00am - 12:00pm (local time of consumer)

Payments may be accepted 24x7 via online payment or inbound phone IVR.

REPORTING

NRS utilizes one of the industry’s leading software packages for our collection operations, the Collector
platform developed by Interactive Intelligence. This software runs atop an encrypted SQL database and gives
us the flexibility to meet any internal or client need. In addition to the many reports that are provided with
the software, we have the capability to use either a built in report/query generator or multiple third party
reporting tools (such as Crystal Reports) to create virtually any report, spreadsheet, dashboard, or any other
type of tool that relies upon data extracted from our system.

Should you desire custom reports, spreadsheets, or other data our Client Services group can typically provide
these to you immediately or with only a minimal delay.

Samples of our reports are included as Exhibit 7.

COLLECTION LETTERS / LITERATURE

Like our reporting, our flexible SQL-based database allows us total flexibility in the design and printing of
letters, statements, or any consumer communication. Letters can be easily tailored to meet your unique
requirements or to contain data that may be unique to your consumers.

Samples of representative letters/statements are included as Exhibit 6.
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COLLECTION SOFTWARE / TECHNOLOGY

Hosted State of the Art Software

NRS utilizes one of the industry’s leading software packages for our collection operations, the Collector
platform developed by Interactive Intelligence. The system operates on a Windows platform and has the
flexibility to provide total management control through data import/export capabilities with virtually any

other system.

The system offers essentially unlimited use of client specific data elements, which can be completely
customized for precise data compatibility and storage. Real time, adhoc report and query generation is
standard and is compatible with SQL and third party reporting tools such as Crystal Reports.

The system has fully integrated ancillary products including electronic letter generating capabilities, online
account and report archiving, and real-time electronic retrieval from external databases such as credit
bureaus, directory assistance, the US Postal Service address change update service, and many others. With
hundreds of clients worldwide, Collector is supported 24 hours a day, 7 days a week.

Superior recovery performance requires sophisticated software to capture and integrate volumes of related
data, intelligent scheduling, and retrieval technology. Our highly trained IT staff maximizes productive time,

ensuring our ability to meet and exceed the communication and reporting needs of a diverse client base.

NRS has experienced downtime which is significantly less than the industry average. We attribute this to our

onsite IT professionals who are quick to respond to any issues that affect collections at our different sites.

Information on our Collection Software is included as Exhibit 5.

Dialers/LiveVox

NRS uses the cloud-based LiveVox auto-dialer as our primary outbound dialer platform. This VOIP based
system is scalable; thus, we can add as many additional agents immediately as needed to meet our ongoing

client needs.

We use the LiveVox auto-dialer to create call campaigns based on a wide range of criteria, including consumer
demographics and location, client strategy preferences, new account placements, next collection step
required, new telephone information identified, or missed payments follow- up.

Call campaigns can be automated, messaging, loaded and scheduled in batch, or agent driven. Automated
messaging utilizes the dialer to call all telephone numbers in a designated call list. If the dialer has connected
with a consumer’s voice mail inbox, the system automatically delivers pre-recorded and regulatory-compliant
messages. Batch campaigns are also automated but focus on connecting consumers with NRS agents.

Once the dialer reaches the consumer, they are immediately connected with the next available agent working
the specific dialer campaign associated with those consumer’s account. The NRS agent can also create call
lists from the portfolio of accounts assigned to them and use the dialer to create and launch call campaigns

specific to their collection work.

Additional information on our Dialer technology/LiveVox in included in Exhibit 5.

NS CONFIDENTIAL: NRS Proposal to City of Chattanooga for Collections Services



KNOWLEDGE AND EXPERIENCE IN COLLECTION OF SUBROGATION AND TORT
CLAIM ACCOUNTS

The proposed staff shall demonstrate suitable experience and skill in collection of subrogation and tort claim
accounts as well as past due accounts receivable. Management, staff selections, training and certification will
be considered.

During our 70 years of collection experience NRS has handled all types of collection including commercial,
consumer, traditional bad debt, early out/self-pay, and subrogation and tort claims. Our past experience
includes:

Tort & Subrogation Recovery

X3

8

Auto - Commercial Trucking and Private Passenger
Uninsured Motorist

Property - Including Inland Marine / Cargo

Closed File Reviews

Workers Compensation

Construction Defect

X3

8

X3

%

e

%

e

%

5

%

Commercial Collections

e

%

Fidelity / Surety Bonds
Construction Lien Collections
Pharmaceutical Billings
Liability Deductibles

Unpaid Premium Loss

5

%

5

%

X3

8

X3

%

Our systems can be easily setup to track and report on the unique data requirements for these accounts and
customized reporting can be provided should it be desired.

In addition, both our internal legal department and external legal networks can handle both
subrogation claims and tort claim accounts.

NRS will work with you to determine if the information that is needed to collect these accounts is available
from the placement given and may require our staff to obtain additional information from the client,
consumer, or other third parties to collect the claim.

We handle tort and/or subrogation claims for clients across various sectors including healthcare, commercial,
and municipalities, all with a high success rate.
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FINANCIAL STRENGTH

Proposals will be evaluated on their financial strength as evidenced by their financial statements and credit

references.

See EXHIBIT 4: FINANCIAL STATEMENTS
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PRICING

CONTINGENCY FEE 15.75%

LEGAL IN TENNESSEE AND GEORGIA 15.75%

LEGAL OTHER STATES 22.00%
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EXHIBIT 1: INSURANCE

See Insurance Certificate on following page.
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N ®
ACORD CERTIFICATE OF LIABILITY INSURANCE page 1 of 2 | 01/5612016

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES

BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the policy(ies)must be endorsed. If SUBROGATION IS WAIVED, subject to
the terms and conditions of the policy, certain policies may require an endorsement. A statement on this certificate does not confer rights to the
certificate holder in lieu of such endorsement(s).

PRODUCER CONTACT
NAME:
WIllis Insurance Services of Georgia, Inc. PHONE FAX
c/o 26 Century Blvd. g @ic. No ExTy 877-945- 7378 ‘ @ic, N0y, 888-467-2378
P. O Box 305191 Aooakss.  certificates@illis.com
Nashville, TN 37230-5191 ADDRESS @ :
INSURER(S)AFFORDING COVERAGE NAIC #
INSURERA: Travel ers I ndemity Conpany 25658- 002
INSURED . i -
Nat i onwi de Recovery Service, Inc. INSURER B: Phoeni x | nsurance Conpany 25623- 001
5655 Peachtree Par kway Suite 207 INSURERC: Travel ers Property Casualty Conpany of Am 25674- 006
Norcross, GA 30092 INSURERD: Travel ers Property Casualty Conpany of Am 25674-096
INSURERE: LI oyd’ s, Underwriters at, London 15792- 000
| INSURER F:
COVERAGES CERTIFICATE NUMBER: 24093806 REVISION NUMBER:

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN. THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

INSR TYPE OF INSURANCE [ODL | SUBR  poLicy NUMBER POLC e ) poLICY EXP LIMITS
A | X | COMMERCIAL GENERAL LIABILITY 630- 7D229577- 15 12/ 29/ 2015/12/ 29/ 2016 EACH OCCURRENCE $ 1,000, 000
CLAIMS—MADE OCCUR BQB'G%EE?@%%‘E&BW) $ 300, 000
| MED EXP (Any one person) $ 10, 000
. PERSONAL & ADV INJURY $ 1,000, 000
| GEN'L AGGREGATE LIMIT APPLIES PER: GENERAL AGGREGATE $ 2,000, 000
| X | poLicy |:| ?ERCOT' |:| Loc PRODUCTS-COMP/OPAGG |$ 2, 000, 000
OTHER: $
B | AUTOMOBILE LIABILITY BA- 9D521744- 15 12/ 29/ 201512/ 29/ 2016 GUEMERSNCELMT o 1,000, 000
ANY AUTO BODILY INJURY (Per person) $
L ALL OWNED SCHggU'-ED BODILY INJURY(Per accident) |$
| X | HReEDAUTOS | X NON-QWNED oy MAGE $
$
C | X | umereLtaLiae | X | occur CUP- 7D229577- 15 12/ 29/ 201512/ 29/ 2016 EACH OCCURRENCE $ 10, 000, 000
EXCESS LIAB CLAIMS-MADE AGGREGATE $ 10, 000, 000
DED ‘ X ‘RETENTION$ 10, 000 $
D | WORKERS COMPENSATION HTM UB- 1D671518- 15 |12/ 29/ 2015/12/ 29/ 2016 X | FER . [ [oIF
AND EMPLOYERS' LIABILITY YIN
ANYPROPRIETOR/PARTNER/EXECUTIVE N/A E.L. EACH ACCIDENT s 1,000, 000
OFFICER/MEMBER EXCLUDED?
ffl\g%r;dgtgsrgrllgé\lll;{%d E.L.DISEASE-EAEMPLOYEE |$ 1, 000, 000
DESGRIPTION OF OPERATIONS below E.L.DISEASE-PoLicYLIMT |¢ 1, 000, 000
E | Cyber Security Liab. WL4A1D160301 1/ 28/ 2016 |12/ 29/ 2016$5, 000, 000 Each Qccurrence
E |Errors & Onissions WL4A1D160301 1/ 28/ 2016 |12/ 29/ 2016$5, 000, 000 Each Act
$5, 000, 000 Aggregate

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES (ACORD 101, Additonal Remarks Schedule, may be attached if more space is required)

See attached:

CERTIFICATE HOLDER CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN
ACCORDANCE WITH THE POLICY PROVISIONS.

Geoffrey Hi pp, Buyer AUTHORIZED REPRESENTATIVE
City of Chattanooga .
101" East Eleventh Street, Suite GI13

Chatt anooga, TN 37402
’ F 4 P leslse

Col | : 4839965 Tpl : 2029269 Cert: 24093806 © 1988-2014 ACORD CORPORATION. All rights reserved.
ACORD 25 (2014/01) The ACORD name and logo are registered marks of ACORD




AGENCY CUSTOMER ID: 22014301

LOCH#:

ACORD’

— ADDITIONAL REMARKS SCHEDULE Page 2 of 2
AGENCY NAMED INSURED

o ) ) Nat i onwi de Recovery Service, Inc.
WIllis Insurance Services of Georgia, Inc. 5655 Peachtree Parkway, Suite 207
POLICY NUMBER Norcross, GA 30092
See First Page
CARRIER NAIC CODE
See First Page EFFECTIVEDATE:  See First Page
ADDITIONAL REMARKS
THIS ADDITIONAL REMARKS FORM IS A SCHEDULE TO ACORD FORM,
FORM NUMBER: 25 FORM TITLE: CERTI FI CATE OF LI ABI LI TY | NSURANCE
Enpl oyment Practices Liab.
Pol i cy Number: PCCB-00170982-02
Policy Term 1/28/2016 - 12/29/2016
Carrier: Li bert% Mutual Ins. Co.
Limt: %2,000,00 )

100, 000 Retention

Ei ey ar n‘o FDP6661220

ol j uber ;
Bol 1Sy humber: , 5BP88%42201 5/ 29/ 2016
Carrier. Geat Anerican |Insurance Co.
Limt: $2,000, 000
Directors & Oficers:;
Pol i cy Number: PCCB-00170982-02
Policy Term 1/28/2016 - 12/29/2016
Carrier:; Li bert6 Mutual Ins. Co.
Limt: $2,000, 00
Crinme/Fidelity
Carrier: Massachusetts Bay | nsurance Conpany
Pol i cy Number: BDY 1022004
Pol | cy js{er m 1/28/ 2016 - 12/29/2016
Limt? $1, 000, 000
ACORD 101 (2008/01) Col | : 4839965 Tpl: 2029269 Cert: 24093806 © 2008 ACORD CORPORATION. Allrights reserved.

The ACORD name and logo are registered marks of ACORD



EXHIBIT 2: CONFLICT OF INTEREST FORM

See Conflict of Interest Form on following page.
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EXHIBIT B

CONFLICT/NON-CONFLICT OF INTEREST STATEMENT

CHECK ONE

To the best of our knowledge, the undersigned firm has no potential conflict
of interest due to any other clients, contracts, or property interest for this project.

I ] The undersigned firm, by attachment to this form, submits information which

may be a potential conflict of inferest due to other clients, contracts, or property interest
for this project.

LITIGATION STATEMENT

CHECK ONE

] The undersigned firm has had no litigation and/or judgments entered against it
by any local, state or federal entity and has had no litigation and/or judgments entered
against such entities during the past ten (10) years.

[ ] The undersigned firm, BY ATTACHMENT TO THIS FORM, submits a
summary and disposition of individual cases of litigation and/or judgments entered by or
against any local, state or federal entity, by any state or federal court, during the past ten
(10) years.

,Ul"\\'\;:\ Q\j\‘\l;\ &J R‘l CONORA) SQV \]‘\QG 4 T\Vl.
COMPANY NAME !

QR NN
AUTHORIZED SIGNATURE

C e\ pet
NAME (PRINT OR TYPE)

?Y_.ﬂC\'}‘&—\ N, \jp
TITLE

Failure to check the appropriate blocks above may result in disqualification of your
proposal. Likewise, failure to provide documentation of a possible conflict of interest, or
a summary of past litigation and/or judgments, may result in disqualification of your
proposal.
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EXHIBIT 3: TENNESSEE LICENSE

See Tennessee Licenses on following pages.
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. NATIONWIDE RECOVERY SERVICE, INC.




EXHIBIT 4: FINANCIAL STATEMENTS

See Financial Statements on following pages.
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FUTURETECH HOLDING COMPANY

CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015




ASSET MANAGEMENT OUTSOURCING

Cash

Cash held for clients
Accounts receivable
Unbilled services

Prepaid expenses

Deferred tax asset - current

Goodwill

Property and equipment
Collateral held for bonds
Deferred tax asset
Other assets

TOTAL ASSETS

Accounts payable

Trust funds due to clients
Accrued expenses

A/R based financing

Deferred tax liability, non current

Capital stock
Paid in capital
Retained earnings (deficit)

CONSOLIDATED BALANCE SHEETS

Dec - 2015 Dec - 2014

384,898 15,458
1,204,001 1,107,082
2,819,514 2,278,427
101,027 104,818
163,973 226,395
77,828 77,828
4,751,241 3,810,008
634,146 951,222
834,204 604,586
288,400 388,400
26,001 26,001
193,108 232,062
6,727,101 6,012,279
757,093 574,865
1,204,001 1,107,082
1,301,894 883,405
282,060 986,555
3,545,048 3,551,907
56,603 56,603
3,601,651 3,608,510
950 950
4,144,039 4,144,039
(1,018,539) (1,741,220)
3,125,450 2,403,769
6,727,101 6,012,279




ASSET MANAGEMENT OUTSOURCING

CONSOLIDATED STATEMENT OF OPERATIONS

12 Months Ending December 31,

2015 2014
Revenue 22,497,386 20,971,379
Cost of Revenue
Salaries & Wages 6,148,937 6,133,546
Telecom 139,866 159,863
Postage and mailing 759,689 761,240
Third party services 3,603,439 3,560,401
Collection expense 835,892 901,192
Total operating expenses 11,487,822 11,516,242
GROSS PROFIT 11,009,564 9,455,137
Selling, General & Administrative Expenses
S&W 5,186,359 5,039,371
Other Operating Expenses 2,651,150 1,687,798
Occupancy Costs 615,080 563,140
Total 5,G, & A 8,452,589 7,290,309
EBITDA 2,556,976 2,164,828
Depreciation & amortization (714,461) (844,305)
Interest Expense (33,692) (93,506)
Disposal of fixed assets - (83,250)
PRE TAX INCOME 1,808,822 1,143,767
Income taxes 703,632 57,416

NET INCOME (LOSS) 1,105,190 1,086,351




ASSET MANAGEMENT OUTSOURCING, INC.
AND SUBSIDIARIES.

CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2014 and 2013



ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES
CONSOLIDATED FINANCIAL STATEMENTS

Years Ended December 31, 2014 and 2013
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An Independent CPA Firm

3625 Cumberland Blvd. SE, Suite 800
Atlanta, Georgia 30339
770-858-4500 ph

770-858-4501 fx

www.mhm-pc.com

INDEPENDENT AUDITORS’ REPORT

To the Stockholder of Asset Management Outsourcing, Inc.

We have audited the accompanying consolidated financial statements of Asset Management
Outsourcing, Inc. (a Georgia corporation) and its subsidiaries, a wholly-owned subsidiary of
FutureTech Holding Company, which comprise the consolidated balance sheets as of
December 31, 2014 and 2013, and the related consolidated statements of operations, changes
in stockholder’s equity, and cash flows for the years then ended, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audits. We conducted our audits in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditors’ judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Asset Management Outsourcing, Inc. and its
subsidiaries as of December 31, 2014 and 2013, and the results of its operations and its cash
flows for the years then ended in accordance with accounting principles generally accepted in

the United States of America.

/Ww%@m/(

Atlanta, Georgia
February 11, 2015



ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31, 2014 and 2013

ASSETS

CURRENT ASSETS
Cash
Cash held for customers
Accounts receivable, net allowance for doubtful
accounts of $80,000 and $120,000
Prepaid expenses and other current assets
Current portion of deferred tax asset

TOTAL CURRENT ASSETS
PROPERTY AND EQUIPMENT, NET
OTHER ASSETS
Goodwill, net of accumulated amortization
Trademark, net of accumulated amortization
Collateral held for bonds
Other assets

TOTAL OTHER ASSETS

TOTAL ASSETS

2014 2013
$ 15,458 96,529
1,107,082 1,181,853
2,383,246 2,196,930
225,496 183,182
113,786 42,001
3,845,068 3,700,495
604,586 825,861
951,222 1,268,298
197,917 222,917
388,500 258,000
34,045 30,645
1,571,684 1,779,860
$ 6,021,338 6,306,216

See Notes to Consolidated Financial Statements
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ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31, 2014 and 2013

LIABILITIES ANDSTOCKHOLDER'S EQUITY

CURRENT LIABILITIES
Accounts payable $
Collections payable to customers
Accrued expenses
Accounts receivable based financing
Note payable to preferred shareholder

TOTAL CURRENT LIABILITIES

NON-CURRENT ACCRUED EXPENSES
DEFERRED TAX LIABILITY, net of current portion

TOTAL LIABILITIES

STOCKHOLDER'S EQUITY

Common stock; 10,000,000 shares authorized,
9,500,000 issued, 8,000,000 outstanding,
$0.0001 par value

Series A putable preferred shares; 4,000,000 shares
authorized, zero shares issued and outstanding

Additional paid in capital

Accumulated deficit

TOTAL STOCKHOLDER'S EQUITY

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $

2014 2013
573,962 $ 706,453
1,107,082 1,181,853
883,411 740,255
986,555 1,102,240

- 150,000
3,551,010 3,880,801
- 45,667

66,560 100,658
3,617,570 4,027,126
950 950
4,144,038 4,144,038
(1,741,220) (1,865,898)
2,403,768 2,279,090
6,021,338 $ 6,306,216

See Notes to Consolidated Financial Statements
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ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATION

Years Ended December 31, 2014 and 2013

REVENUES $

COST OF REVENUES
Salaries and benefits
Third party services
Collection expenses
Postage and mailing
Telecom

TOTAL COST OF REVENUES

GROSS PROFIT

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Salaries and benefits
Other selling, general and administrative expenses
Occupancy costs
Computer maintenance
Depreciation expense
Lease termination costs
Professional fees
Amortization of other intangible assets

TOTAL OPERATING EXPENSES

OPERATING INCOME

OTHER EXPENSES
Amortization of goodwill
Loss on disposal of assets
Interest expense

INCOME (LOSS) BEFORE INCOME TAXES

INCOME TAX EXPENSE

NET INCOME (LOSS) $

2014 2013
21,024,928 19,622,794
6,191,431 7,604,140
3,613,951 1,358,121
922,065 922,281
761,240 751,173
159,862 202,598
11,648,549 10,838,313
9,376,379 8,784,481
5,005,729 5,396,602
1,027,905 1,117,820
563,140 950,084
402,673 557,913
502,230 447,376
- 201,302
214,349 43,126
25,000 27,083
7,741,026 8,741,306
1,635,353 43,175
317,076 317,075
81,008 36,038
93,506 -
1,143,763 (309,938)
57,416 118,213
1,086,347 (428,151)

See Notes to Consolidated Financial Statements
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ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

Balance, January 1, 2013

Distributions to Parent

Redemption of putable
preferred shares

Netloss

Balance, December 31, 2013

Distributions to Parent

Netincome

Balance, December 31, 2014

Years Ended December 31, 2014 and 2013

Common Stock

Series A

Putable Total
Number of Preferred Additional Accumulated Stockholder's

Shares Amount Shares Paid-In Capital Deficit Equity
8,000,000 $ 950 $ 2,170,288 $ 2,373,750 $ (814,827) $ 3,730,161
- - - - (622,920) (622,920)
- - (2,170,288) 1,770,288 - (400,000)
- - - (428,151) (428,151)
8,000,000 $ 950 $ - $ 4,144,038 $ (1,865,898) $ 2,279,090
- - - - (961,669) (961,669)
- - - - 1,086,347 1,086,347
8,000,000 $ 950 $ - $ 4,144,038 $ (1,741,220) $ 2,403,768

See Notes to Consolidated Financial Statements
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ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31, 2014 and 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income (loss) to
net cash flows from operating activities:
Depreciation expense
Amortization expense
Deferred tax benefit
Loss on disposal of fixed assets
Tax accrual transferred to Parent
Changes in assets and liabilities:
Accounts receivable
Other assets
Accounts payable
Accrued expenses

NET CASH FLOWS FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures

NET CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Collateral for surety bonds
Repayment of note payable for putable preferred
shares redemption
Net proceeds from/(repayments to) Factor
Net cash transfers to Parent

NET CASH FLOWS FROM FINANCING ACTIVITIES

NET DECREASE IN CASH
CASH BALANCE AT BEGINNING OF YEAR

CASH BALANCE AT END OF YEAR

2014 2013
1,086,347 $  (428,151)
502,230 447,376
342,076 344,158
(105,883) (102,035)

81,008 36,038

- (105,173)
(186,316) (434,979)
(42,714) 97,860
(132,491) 115,244
97,489 317,285
1,641,746 287,623
(361,963) (409,086)
(361,963) (409,086)
(133,500) (258,000)
(150,000) (250,000)
(115,685) 1,102,240
(961,669) (517,747)
(1,360,854) 76,493
(81,071) (44,970)
96,529 141,499
15458 $ 96,529

See Notes to Consolidated Financial Statements
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ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) Summary of business and significant accounting policies

Nature of business - The accompanying financial statements include the accounts of Asset
Management Outsourcing, Inc. (“AMOI”) and its subsidiaries, Asset Management Outsourcing
Recoveries, Inc. (“AMOR") (a Georgia corporation), Asset Management Outsourcing Services, Inc.
(“AMOS") (a Georgia corporation), BackinTheBlack, LLC (“BITB") (a Delaware limited liability
company), Receivia, Inc. (“Receivia”) (a Georgia corporation) and Nationwide Recovery Service,
Inc. ("NRS”) (a Tennessee corporation) (collectively, the “Company”). The Company provides
financial process outsourcing services and serves clients throughout the United States. The
Company is a wholly owned subsidiary of FutureTech Holding Company (the “Parent” or “FTH").
During 2014 and 2013, certain overhead and interest charges incurred by the Parent were not
allocated to the Company, and have therefore not been presented in the Company’s financial
statements.

Effective January 1, 2014, FTH affected a re-structuring and re-capitalization whereby AMOI
became the parent to two wholly-owned subsidiaries; Receivia and NRS. Prior to January 1, 2014,
Receivia and NRS were wholly owned subsidiaries of FTH. For purposes of financial reporting,
the financial statements of Receivia and NRS for the year ended December 31, 2013 have been
included in the consolidated financial results. They were previously reported under the combined
method for the year ended December 31, 2013.

As of December 31, 2014 and 2013, the revenues associated with the subsidiary companies are

as follows:
2014 2013

Asset Management Outsourcing Recoveries, Inc. 16% 20%
Asset Management Outsourcing Services, Inc. 20% 8%
BackinTheBlack, LLC. 22% 21%
Receivia, Inc. 12% 21%
Nationwide Recovery Service, Inc. 30% 30%

100% 100%

AMOI commenced operations in 1998. AMOI, through AMOR, provides accounts receivable
management services on a fixed fee and on a contingent basis primarily to the non-healthcare
market. AMOR services accounts receivable on behalf of their clients and does not own the
accounts receivable.

In 2010, AMOI organized AMOS to provide outsourced mortgage remediation services and
appraisal services to major financial institutions.

In April 2012, AMOI acquired BITB, which provides software to financial institutions and mortgage
servicers which enables those institutions to process mortgages which have defaulted.

Receivia provides business process outsourcing services to the Veteran's Administration on a
contingent and fixed fee basis.

NRS provides accounts receivable management services on a fixed fee and on a contingent basis
almost exclusively in the healthcare market in the southeastern United States. NRS services
accounts receivable on behalf of their clients and do not own the accounts receivable.



ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) Summary of business and significant accounting policies - continued

Basis of accounting and consolidation - The financial statements are presented on the accrual
basis of accounting under accounting principles generally accepted in the United States of
America (“U.S. GAAP").

The consolidated financial statements include the accounts of Asset Management Outsourcing,
Inc. and its subsidiaries. All intercompany accounts and transactions have been eliminated.

Use of estimates - The preparation of financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. These estimates
include the allowance for bad debts, the fair value estimates associated with the goodwill
impairment assessment, and the deferred tax asset valuation allowance. Actual results could
differ from those estimates.

Cash - Cash consists of cash and overnight deposits. Cash held for customers consist of
restricted accounts that are used to maintain cash collected and held on behalf of the Company’s
clients. Cash held for customers and restricted cash are not included in the statement of cash
flows.

Revenue recognition - Contingent collections on client owned receivables are recorded as
revenue when payment on the account is received, net of the effects of insufficient funds. Fees for
services revenue are recognized when services have been performed. Revenues generated from
the use of BITB’s web-based software applications are recognized as the service is provided. The
subscription and maintenance revenue for application utilization is recognized over the life of the
subscription period. Customization services are recognized as revenue as the service is provided.

Receivables and credit policies - Accounts receivable are uncollateralized customer obligations
due under normal trade terms requiring payment within 30 - 45 days, depending upon the
customer, from the invoice date. It is not a common practice of the Company to charge interest on
delinquent accounts. Accounts receivable are stated at the amounts billed to the customer.
Payments of accounts receivable are allocated to the specific invoices identified on the customer's
remittance advice or, if unspecified, are applied to the earliest unpaid invoices.

As discussed in Note 6, the Company collateralizes certain accounts receivable with a third-party
lender. The accounts are factored with recourse to the Company, and are therefore recorded as
collateralized lending, with the factored accounts receivable presented on the accompanying
consolidated balance sheets, and a corresponding current liability for the amount due to the
Factor. Fees paid to the Factor by the Company are recorded as interest expense on the
consolidated statements of operations. The Company entered into this factoring agreement on
December 31, 2013. Therefore no interest was accrued as of December 31, 2013.

The allowance for doubtful accounts is based upon management's estimate of potentially
uncollectible accounts receivable at the end of each accounting period. The allowance is
increased by a provision for bad debts, which is charged to expense and reduced by write-offs, net
of recoveries. Because of uncertainties inherent in the estimation process, management's
estimate of the uncollectible accounts receivable and the related allowance for doubtful accounts
may change within the next year, and such change could be significant.



ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) Summary of business and significant accounting policies - continued

Property and equipment - Property and equipment is stated at cost, less accumulated
depreciation. Maintenance and repairs, which do not extend the useful life of an asset, are
expensed as incurred. Depreciation is computed on the straight-line method based on the
estimated useful lives (three to seven years) of the related assets. Leasehold improvements are
amortized over the lesser of their estimated useful life or the term of the related lease. The
Company capitalizes eligible costs of specified activities related to computer software developed
or obtained for internal use in accordance with FASB ASC 350-40, Internal Use Software.
Software costs are categorized as “in progress” until the project is completed and deployed into
use, at which time amortization begins. Software development costs are depreciated over a three
year period.

Management reviews long-lived assets for impairment when circumstances indicate the carrying
amount of an asset may not be recoverable based on the undiscounted future cash flows of the
asset. If the carrying amount of an asset may not be recoverable, a write-down to fair value is
recorded. Fair values are determined based on the discounted cash flows, quoted market values,
or external appraisals, as applicable. Long-lived assets are reviewed for impairment at the
individual asset or the asset group level for which the lowest level of independent cash flows can
be identified. There were no impairment charges associated with property and equipment during
the years ended December 31, 2014 and 2013.

Income taxes - The Company files a consolidated income tax return with the Parent. The
accompanying financial statements reflect the proportional share of the Federal tax provision that
the Company contributed to the Parent's consolidated tax filing. This proportional amount of
income tax has been reflected on the statement of cash flows as a non-cash item as Tax accrual
transferred to Parent. For state purposes, the Company files separately from the Parent, and has
reflected the results of these state filings in the financial statements. The Company accounts for
income taxes using an asset and liability approach. The Company recognizes the amount of taxes
payable or refundable for the current year and deferred tax liabilities and assets for expected
future tax consequences of events that have been recognized in the accompanying financial
statements. Valuation allowances are provided for deferred tax assets based on management’s
projection of the sufficiency of future taxable income to realize the assets.

The Company has adopted the provisions of FASB ASC 740, Income Taxes. FASB ASC 740-10
clarifies accounting for uncertainties in tax positions recognized in an entity’s financial statements.
FASB ASC 740-10 prescribes a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax
return.

Other selling, general and administrative expenses - Other selling, general and administrative
expenses include office expenses, licensing costs, insurance, travel and entertainment, and other
sundry expenses.

Collection expenses - Collection expenses represent the direct costs incurred to locate and
collect on accounts for the accounts receivable management services.
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ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) Summary of business and significant accounting policies - continued

Goodwill and other intangible assets - In January 2014, the Financial Accounting Standards
Board (FASB) issued Accounting Standards Update No. 2014-02 (ASU No 2014-02) Intangibles —
Goodwill and Other (Topic 350) Accounting for Goodwill. ASU 2014-02 provides for an accounting
alternative for the subsequent measurement of goodwill in the financial statements of non-public
entities. The accounting alternative allows for entities within the scope of the ASU to make an
accounting policy election to amortize goodwill on a straight-line basis over ten years, or a period
less than ten years if another useful life is more appropriate. Entities that make this alternative
policy election should then test for goodwill impairment when a triggering event occurs that
indicates that the fair value of the entity or reporting unit may be below its carrying amount.
Qualitative assessment for impairment is allowed as provided for in ASC 350. The quantitative
assessment of impairment for entities that have made this alternative policy election is limited,
such that impairment loss, if any, represents the excess of the carrying amount of the entity, or
reporting unit, over its fair value. This accounting alternative is to be applied prospectively to
goodwill existing as of the beginning of the period of adoption and new goodwill recognized in
annual periods beginning after December 15, 2014. Early adoption is permitted.

For the year ended December 31, 2013, management adopted the accounting alternative to make
an accounting policy election to amortize goodwill associated with NRS on a straight-line basis
over five years. Goodwill is recorded at $1,583,373, net of amortization of $632,151 and $315,075
at December 31, 2014 and 2013, respectively.

The Company amortizes other intangible assets with estimable useful lives using a method that
approximates the recognition of the benefits from these assets.

Intangible assets subject to amortization are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amounts of an asset may not be recoverable. Such
events or circumstances include, but are not limited to, a significant decrease in fair value of the
underlying business, a significant decrease in the benefits realized from an acquired business.
Recoverability of assets to be held and used is measured by a comparison of the carrying amount
of an asset, or asset group, to estimated undiscounted future cash flows expected to be generated
by the asset, or asset group. An impairment charge is recognized by the amount by which the
carrying amount of the asset exceeds fair values. There were no impairment charges associated
with intangible assets during the years ended December 31, 2014 and 2013.

Future application of accounting standards - In May 2014, the Financial Accounting Standards
Board (FASB) issued FASB Accounting Standards Update No. 2014-09, Revenue from Contracts
with Customers (Topic 606). The core principle of the guidance is that an entity should recognize
revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services.

To achieve that core principle, an entity should apply a five step methodology:
Step 1. Identify the contract(s) with a customer.
Step 2: Identify the performance obligations in the contract.
Step 3: Determine the transaction price.
Step 4. Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.

An entity should apply the amendments in this Update using one of the following two methods:
1. Retrospectively to each prior reporting period presented (along with some practical
expedients).
2. Retrospectively with the cumulative effect of initially applying this update recognized
at the date of initial application.
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ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of business and significant accounting policies - continued
Future application of accounting standards - continued - The amendments in this update will
be effective prospectively for annual reporting periods beginning after December 15, 2017.
Management has not yet assessed the method of adoption and the impact that this new
pronouncement will have on its financial statements.
Stockholders’ equity
In December 2006, AMOI issued 2,000,000 shares of Preferred stock with a 7% cumulative stock
dividend. At any time on or after December 31, 2012, the holder of these Preferred shares had
the irrevocable right and option, but not the obligation, to put to the Company all of the Preferred
shares. The Company recorded the obligation for the putable preferred shares plus accreted
dividends as of the date of the AMOI acquisition by FTH at $2 million, plus accreted dividends of
170,288 shares. As of December 31, 2012, stock dividends of 857,669 shares had accreted since
the AMOI acquisition.
On January 2, 2013, the holders of the preferred stock of AMOI exercised their put right. AMOI
reached an agreement with the preferred shareholders to redeem all issued and accreted
preferred shares. In December 2013, the Company paid $250,000 in cash and issued a $150,000
note payable (payable by December 31, 2014) in full satisfaction of this obligation. The note was
guaranteed by FTH, and did not bear interest. The obligation was paid in full in 2014.
Property and equipment
Property and equipment consisted of the following at December 31, 2014 and 2013:
2014 2013
Cost of software $ 1,372,991 $ 1,021,010
Accumulated depreciation (812,275) (421,403)
Net software 560,716 599,607
Cost of equipment and improvements
Furniture and fixtures 717,016 819,672
Data processing equipment 350,295 443,992
Leasehold improvements 68,371 93,997
Total cost of equipment and improvements 1,135,682 1,357,661
Accumulated depreciation (1,091,812) (1,131,407)
Net equipment and improvements 43,870 226,254
Net property and equipment $ 604,586 $ 825,861
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ASSET MANAGEMENT OUTSOURCING, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Intangible assets

Prior to 2013, trademarks were determined to not have a finite life and were therefore not being
amortized. Beginning in 2013, trademarks were amortized on a straight-line basis over a 10 year
useful life. The company incurred approximately $25,000 and $27,000 of amortization expense
during 2014 and 2013 in connection with the amortization of its trademark, respectively.

Total accumulated amortization for other intangible assets was approximately $52,000 and
$27,000 at December 31, 2014 and 2013, respectively. Future amortization over each of the next
five years will be $25,000. Future amortization expense of the goodwill associated with NRS wiill
be approximately $317,000 annually through 2017.

Receivables based financing

On December 27, 2013, the Company entered into a factoring arrangement with a lender (the
“Factor”) who advances up to 90% of eligible receivables as defined in the factoring agreement.
The Factor provides this financing with recourse and accordingly the transfer of accounts
receivables is recorded as collateralized lending. The Factor is compensated on a monthly basis
based on the daily average balance of unpaid advances at an interest rate equal to the Prime Rate
plus 1.75% per annum, plus a monthly fee equal to 0.75% of the average monthly outstanding
balance. The Prime Rate was 3.25% at December 31, 2014 and 2013. The Company had
approximately $1,000,000 and $1,100,000 due to the Factor at December 31, 2014 and 2013.
There are no financial covenants connected to this lending arrangement.

Bond collateral

Various jurisdictions in which AMOR, AMOS, and NRS operate, require licensing and surety
bonds. The bonds, typically issued for a term of one year, aggregated approximately $1,400,000
at December 31, 2014 and 2013, respectively. Historically, the Company has secured these
bonds with the personal guaranty of the majority shareholder of the Parent, and an annual fee of
between 1.50% and 2.50% of the value of the surety bonds. Due to changing market conditions,
the Company was required to post approximately $255,000 to secure approximately $645,000 of
surety bonds in 2013. The Company posted an additional $134,000 in collateral to secure surety
bonds